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Abstract

This article aims to describe the impact of the information obligation provided for in the
Omnibus Directive on how sellers provide information concerning prices. The theoretical
objective is to expand the terminology related to the concept of the reference price. The
reference price effects are assessed from the seller’s perspective, who has a real influence
on the price level communicated to consumers.

This article is a theoretical study based on the issue of the reference price, derived from the
field of behavioural economics. The main part of this article introduces an original proposal
for expanding the terminology regarding the concept of the reference price—specifically,
the introduction of a primary and secondary reference price. Additionally, three reference
price effect scenarios (positive, negative, and neutral) are presented, occurring depend-
ing on the bilateral relationship between the promotional price, the mandatory omnibus
price, and the voluntary regular price. Sellers are undoubtedly aware of the significance
of the reference price in shaping a positive perception of prices and recognise the signifi-
cant limitations arising from the implementation of the Omnibus Directive into national
legislation in this regard. The extension of the information obligation when announcing
price reductions has generated new reference prices communicated to customers. To
achieve the guaranteed positive reference price effect, two reference prices (primary and
secondary) are sometimes used.

Keywords: reference price, price communication, primary and secondary reference price,
price promotions, Omnibus Directive

Introduction

As of 1 January, 2023, new regulations under the Omnibus Directive (European
Parliament, 2019) came into force in Poland, strengthening consumer protection. The
Omnibus Directive imposes a legal obligation on businesses to state the lowest price
applied over the 30-day period prior to a price reduction when announcing a reduced
(promotional) price. The Omnibus Directive amends four consumer protection direc-
tives, one of which is Directive 98/6/EC on consumer protection in the indication of the
prices of products offered to consumers (European Parliament, 1998; EY Polska, 2022).
These legislative changes are part of the New Deal for Consumers—an initiative aimed at
strengthening EU consumer protection laws and modernising EU consumer protection
regulations in response to market developments. The initiative was adopted by the
European Commission on 11 April, 2018 (European Parliament, 2018).

These legislative developments reflect an effort to adapt existing rules to market
conditions and the ongoing digitisation of the economy (EY Polska, 2022). The imple-
mentation of the directive into national law has resulted in new information obligations
for businesses, and compliance with these obligations serves as confirmation of a given
entity’s adherence to the law. Breach of the obligations resulting from implementa-
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tion of the directive into national law may lead to
companies being fined. Under the Omnibus Directive,
Article 8b(1) was added to Directive 93/13/EEC (Euro-
pean Parliament, 2019), stating that the penalties for
infringements of national provisions implementing
the directive, as adopted by Member States, must be
effective, proportionate, and dissuasive.

One of the key changes under the Omnibus Direc-
tive concerns the requirement for transparent price
reduction information — sellers are now required to
state the price of the product previously applied for
a specified period' when announcing a reduced (pro-
motional) price. Under the Omnibus Directive, Article
6a(2) of Directive 98/6/EC clarifies that the “prior price
means the lowest price applied by the trader during
a period of time not shorter than 30 days prior to
the application of the price reduction” (European
Parliament, 2019).

The Omnibus Directive entered into force on 7
January, 2020. EU Member States were required to
adopt the necessary implementing provisions by 28
November, 2021, and the implemented provisions, in
accordance with the directive, were to be applied from
28 May, 2022. In Poland, as in several other Member
States, the implementation of the directive was de-
layed (Czeladzka, 2022). Polish law was harmonised
with the Omnibus Directive through an amendment to
the Act on Price Information for Goods and Services
(2014). Article 4(2) was revised to state: “Whenever
a price reduction is announced for a product or serv-
ice, alongside the information on the reduced price,
information must also be displayed about the lowest
price of that product or service that applied during
the 30-day period prior to the reduction” (Act..., 2014).
Furthermore, the amount of financial penalties for
non-compliance with obligations under the directive
is regulated by Article 6 of this act. Alongside the
amendment to the act, the Regulation of the Minister
of Development and Technology of 19 December, 2022
on the Display of Prices of Goods and Services (Journal
of Laws of 2022, item 2776) entered into force on
1 January, 2023. This regulation includes, among other
things, the obligation to display, alongside the price
and unit price, information about the reduced price
of a product or service (Regulation..., 2022).

Undoubtedly, the legislative changes were prompt-
ed by numerous unfair market practices. With regard
to price communication, this involved artificially inflat-
ing prices to subsequently introduce vast discounts.
This was a mechanism by which the regular price of
PLN X would be increased to X+1 a few days before
the ‘promotion’ so that on the day of the sale the

‘promotional price’ could be announced as PLN X. Such
practices were successful due to consumers’ limited
knowledge of prices — who had less knowledge than
they believed (Kenning et al., 2007, p. 112; Loj et al.,
2020; Migi & Julander, 2005; Vanhuele & Dréze 2002;
Vanhuele et al., 2006, p. 164). Early studies conducted
by Zeithaml (1988) found that consumers’ knowledge
of prices was significantly lower than necessary for
them to have a precisely defined internal reference
price for many products. It can be assumed that the
30 days defined in the Omnibus Directive was aimed
precisely at eliminating such practices, which tend to
intensify particularly when consumer shopping activ-
ity increases, on Black Friday, before Valentine’s Day,
or during the holiday seasons?.

This article aims to describe the effect of the
information obligation under the Omnibus Directive
on price communication by sellers. The theoretical
objective is to expand the terminology related to
the concept of the reference price. The nature of the
reference price effects is assessed from the seller’s
perspective, who has a real influence on the price
level communicated to consumers. The nature of the
reference price effect about shaping consumer behav-
iour has already been described in the literature (e.g.,
Martin-Herran & Sigué, 2023), but the legal regulations
resulting from the Directive on consumer protection
on the indication of the prices of products offered to
consumers (which is part of the Omnibus Directive)
have led to renewed interest in the reference price.

This article adopts the seller’s perspective—when
discussing the nature of the reference price effect
(positive, negative, or neutral), the author refers to
intangible benefits. A seller’s benefits may take an
intangible (image-related) form and a tangible (finan-
cial) form—the first type may be obtained by skillfully
managing the reference price(s), which ultimately may
lead to achieving financial benefits of the second type.
The reference in this article to benefits for the seller
means the positive perception of price, thus shaping
the perceived attractiveness of the price (Niedrich
et al., 2001, p. 340). Price perception (evaluation of
a price as high/unattractive or low/attractive) is the
result of a comparison between the current price and
the reference price (Oh, 2003, p. 387) and constitutes
an important element of the overall price image of the
retailer (store) (Hamilton & Chernev, 2013, p. 4). The
price image of the retailer significantly determines
consumers’ purchasing decisions, including the choice
of retailer (store) (Srivastava & Lurie, 2001). Over the
years, researchers have determined that price percep-
tion has a positive impact on consumer satisfaction

! For ease of reading, any reference to the directive is a reference to the Omnibus Directive, while the lowest price
applied over the 30-day period preceding the price reduction is referred to in this article as the omnibus price.

2In a statement, the President of UOKiK (2023) remarked: “Price transparency in the case of promotions provides
consumers with a real reference point when making purchasing decisions. With clear and reliable information about
the price, unit price, and the lowest price over the last 30 days, consumers will know whether the offer from a given
business is truly advantageous. Consumers, knowing the lowest price over the 30-day period, will no longer be misled
by false discounts resulting solely from unfair business practices”.
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(Voss et al., 1998) and that price perception is of
even greater importance than product quality (Varki
& Colgate, 2001, p. 233). Srikanjanarak et al. (2009,
p. 79) emphasised both the indirect and direct impact
of satisfaction resulting from price perception on cus-
tomers’ decision-making. Price perception is equally
a subject of psychology as it is of economics (Bolton
et al., 2010, p. 564).

The first part of this article addresses the nature
of the reference price and its relationship with price
reduction communication. Next, the author makes
a proposal for expanding the terminology related to
the reference price, and the reference price effect
scenarios that occur depending on the relationship
between the promotional price, the mandatory
Omnibus Price, and the voluntary regular price. In
the final part, conclusions regarding the intended
and unintended consequences of harmonising na-
tional laws with the Omnibus Directive guidelines
are formulated. The author’s envisaged contribution
of the article to the development of the discipline of
management and quality sciences is the expansion
of terminology related to the reference price and the
update of the reference price concept in the context
of current regulations, by identifying changes in price
communication processes.

The Role of the Reference Price
in Communicating Price Promotions

An important area of research on price as a market-
ing tool is the behavioural reaction of buyers to price
(Kalyanaram & Winer, 2022, p. 46). Periodic discounts
are one way to shape consumers’ positive attitudes
toward a promoted offer by presenting them with an
attractive price. Price promotions are a very popular
form of sales promotion, consisting of short-term
actions aimed at improving the perceived value of
a promoted product to achieve relatively quick sales
effects (Spyra, 2013). Sales promotion can take the
form of price promotions and non-price promotions
(Kwiecinska et al., 2014). A key characteristic that
distinguishes it from other tools of market commu-
nication is the short duration of attractive purchase
conditions (increased perceived value of the offer),
intended to encourage consumers to make a purchas-
ing decision. This promotional tool has a call-to-action
nature, as it provides an incentive (call) that triggers
a customer response (action) (Vafainia et al., 2019,
p. 64). Unlike permanent price reductions, price
promotions, as defined by the regulatory changes
discussed in this article, are now subject to a new
information obligation—that is, the requirement to
state the lowest price within the last 30 days before
the reduction, which serves as the reference price.

The concept of the reference price has a long
history of application in marketing and consumer
behaviour studies (Elshiewy & Peschel, 2022, p. 496).
The existence of the reference price has been theo-
retically confirmed, primarily within the Adaptation
Level Theory (Helson, 1964) and Prospect Theory

(Kahneman & Tversky, 1979). The Mental Accounting
Theory (Thaler, 1985) is also frequently referenced in
this context. Behavioural economics literature high-
lights the usefulness of the reference price in buyers’
decision-making (Anton et al., 2023, p. 104). Accord-
ing to Kahneman (2011, p. 373), a reference point is
a prior state against which gains and losses are evalu-
ated. In turn, the reference price is the price against
which consumers compare the price of the product
they are currently considering purchasing (Monroe,
1990). It represents a price standard shaped by pre-
vious price exposures (Monroe, 1973). Thaler (2018,
p. 86) explained the concept of the reference price
in the context of transaction utility, which reflects the
consumer’s perception of an offer’s attractiveness. He
defined transaction utility as the difference between the
actual price paid and the reference price. Therefore, if
the price of a given product is lower than the reference
point, consumers perceive a gain, which encourages
them to make a purchase. Conversely, if the product
price is higher than the reference point, consumers
perceive a loss, which discourages them from making
a purchase (Anton et al., 2023; Lin, 2016).

Numerous academic studies have attempted to
operationalise the concept of the reference price (Bol-
ton et al., 2003; Bondos & Lipowski, 2022; Jacobson
& Obermiller, 1990; Liu & Popkowski Leszczyc, 2023;
Lowengart, 2002; Mazumdar et al., 2005; Mezias et
al., 2002; Moon et al., 2006). However, this does not
alter its role in price acceptance processes—that is,
moderating consumer reactions to price (Rajendran,
2009) and, more broadly, influencing purchase intent,
brand choice, the likelihood of product search, and
price-related perceptions (Jindal, 2022). In the context
of the information obligation introduced in the direc-
tive, the omnibus price serves as an external reference
price, which is distinct from the internal reference
price (Oest, 2013). The external reference price is
shaped by market observations (e.g., prices seen in
stores or online), whereas the internal reference price
is based on prices remembered by consumers from
previous shopping experiences and their internal
beliefs about fair pricing (Wu et al., 2012).

An important factor determining the effectiveness
of price communication is the decoding stage, in
which a potential customer processes the price infor-
mation conveyed to them. At this stage, the recipient
must interpret the presented price in a way that aligns
as closely as possible with the perception the sender
intends to achieve (Bondos, 2014, p. 340). The core
purpose of the reference price is to shape a positive
perception of the product’s price, and as such, it is
typically presented as higher than the current price.
No rational seller would voluntarily disclose that
a previous price (recently in effect) was lower than
the current price. However, under the Omnibus Di-
rective, which has been transposed into national law,
this reference price (i.e., the lowest price in the last
30 days) must always be stated, regardless of its rela-
tion to the current product price. As a result, in some
cases, a negative reference price effect is created—the
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current price after the reduction is higher than the
lowest price recorded in the last 30 days. This effect
is one of the intended goals behind the drafting of the
Omnibus Directive—it represents greater transparency
in communication with customers. The reference price
is intended to facilitate the decision-making process
(Qin & Liu, 2022).

Expansion of Terminology Related
to the Reference Price

In an effort to mitigate the negative reference price
effect resulting from regulatory changes following the
implementation of the Omnibus Directive, retailers are
expanding price communication strategies by intro-
ducing an additional (second) reference price. Accord-
ing to the author, since there are now two reference
prices, it is advisable to distinguish between them by
expanding the applied terminology. The author pro-
poses using the terms primary and secondary reference
price. The term primary reference price is used to mean
the lowest price in the 30-day period preceding the
price reduction, while the secondary reference price
is the regular price before the discount. The second
reference price corresponds to the product price be-
fore the discount period, i.e., the price that applied
outside of discount periods, regardless of the duration
of the price reduction. Due to its secondary role in
the process of communicating price attractiveness, the
author refers to it as the secondary reference price, in
contrast to the primary reference price, which is the
lowest price recorded in the 30-day period before
the discount. The use of the adjectives primary and
secondary also aligns with the legal obligation of price
disclosure? — the primary reference price is mandatory,
whereas the secondary reference price is optional.
From the seller’s perspective, the secondary reference

price is intended to shape a positive perception of the
current (reduced) product price: the price today is X
(e.g., PLN 59.90); although the lowest available price
in the last 30 days was X-1 (PLN 29.90), the regular
price before the discount period was X+1 (e.g., PLN
79.90). The concept of primary and secondary reference
prices in the price communication process over time
is illustrated in figure 1.

Regular Price vs Promotional Price
vs Omnibus Price — Reference Price Effect
Scenarios

The nature of the three reference price effect sce-
narios , from the seller’s perspective, is described in
figure 2. Scenario (a) occurs when the current promo-
tional price is lower than the legally required price (the
omnibus price, i.e., the lowest price applied within the
30-day period preceding the reduction). In this case,
the effect of the reference price is positive because the
comparison between the current promotional price
and the Omnibus Price favours the former. In such
a situation, there is no need to additionally present
the secondary reference price, as the positive effect
has already been achieved through the primary refer-
ence price. However, the current price is not always
genuinely promotional in the long term, meaning
that within the last 30 days, the price of the analysed
product could have been even lower.

Scenario (b) occurs when the current promotional
price is higher than the omnibus price. In this scenario,
the reference price effect is negative (the comparison
between the current promotional price and the Om-
nibus Price works to the disadvantage of the former).
To mitigate this negative effect, the seller supplements
the price communication with an additional (third)

Figure 1
Secondary and Primary Reference Price Diagram
Secondary reference price Primary reference price
Price X-1 )
Price X+1 Price X+1 Price X
>t
Regular price \ | The
outside of Y promotional
promotional . . . . price
. Lowest price applicable in the 30-day period before
periods : currently
the reduction .
applicable

Reference price always
advantageous to the seller
(voluntary)

Source: author’s own work.

Reference price not necessarily
advantageous to the seller
(mandatory)

3 This obligation is provided for in the Directive on consumer protection in the indication of the prices of products
offered to consumers indicated in the introduction to this article as part of the Omnibus Directive.
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price—the regular price that applies outside of pro-
motional periods (the secondary reference price). The
objective is to create a positive reference price effect,
where the comparison between the current promo-
tional price and the price outside promotional periods
favours the former. In some cases, achieving a positive
reference price effect requires the voluntary presenta-
tion of a third price, i.e., the regular price outside pro-
motional periods. Importantly, the Omnibus Directive
does not apply to this price, meaning that the infor-
mation about this price does not include information
about a specific timeframe during which it was valid.
In practice, this means that sellers can communicate
this secondary reference price, which may have been
in effect several weeks or even months beforehand.
Since the regulations do not make this information
mandatory, they also do not require the precise period
when the regular price was in effect to be specified.

In the market, there is also a third possibility (fig-
ure 2, scenario c), which assumes that the reference
price effect between the current promotional price

Figure 2

and the lowest price in the last 30 days is neutral. In
this case, the primary reference price does not ensure
the desired positive reference price effect. To achieve
this effect, sellers additionally state the secondary
reference price—the regular price outside the pro-
motional period. In such a situation, the secondary
reference price is indispensable for creating a positive
comparison effect.

A summary is provided, organising the scenarios
described in figure 2 according to the criterion of
benefits for the seller in shaping the price attractive-
ness of the offer, assuming that both the mandatory
reference price (the primary reference price) and the
voluntary reference price (the secondary reference
price) are used (table 1).

Another common practice for shaping the positive
perception of a product’s current price is the commu-
nication by the retailer (intermediary) of the suggested
price, understood as the price recommended by the
manufacturer—a neutral suggestion regarding the
price level, without imposing a specific price level.

Positive, Negative, and Neutral Reference Price Effect — Seller’s Perspective

a)

Positive reference price effect

Price X Current promotional price
(PLN 29.90)
Lowest price in the 30-day
Price X+1 period before the discount
(PLN 59.90) (primary reference price;
b) mandatory)
Price X Current promotional price
(PLN 59.90)
Negative
Lowest price in the 30-day reference price
period before the discount effect
(primary reference price;
mandatory)
Price X+1 Regular price outside of
(PLN 79.90) promotional periods (secondary
reference price; voluntary)
c)
Price X Current promotional price
(PLN 29.90)
o . Neutral reference
Price X Lowest price in the 30-day period price effect
before the discount (primary
(PLN 29.90) )
reference price; mandatory)
Price X+1 Regular price outside of
(PLN 79.90) promotional periods (secondary

Source: author’s own work.

reference price; voluntary)

Positive
reference
price effect

Positive
reference
L_ price effect
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Table 1

Summary and Evaluation of Possible Reference Price Effects — Seller’s Perspective

Scenario Reference Price Effect Depending on the Type Evaluation of the Effect from the Seller’s
(as in Figure 2) of Reference Price Perspective
a) Reference price effect for the primary reference price only positive
Reference price effect for the primary reference price negative
b) Reference price effect for the secondary reference price positive
Reference price effect for the primary reference price neutral
9 Reference price effect for the secondary reference price positive

Source: author’s own work.

Positive reference price effect

Figure 3
Positive Reference Price Effect if the Suggested Price is Communicated
Price X .
Current price
(PLN 59.90)
Price X+1 .
(PLN 79.90) Suggested price

Source: author’s own work.

The seller must be guaranteed freedom in setting
prices—they may, but are not obliged to, follow the
manufacturer’s suggestion. In the process of market
communication, the suggested price plays an extreme-
ly important role in shaping the positive perception of
the current offer. The suggested price acts as a refer-
ence price for the current price (figure 3). If the seller
does not present the product price as promotional,
there is no obligation to disclose the lowest level in
the last 30 days, and indicating the suggested price
makes the offer more attractive. The suggested price
is an example of the advertised reference price (ARP), in
contrast to the unadvertised reference prices (Jensen et
al., 2003; Jindal, 2022).

What is important is that the suggested price can
be used in the process of shaping the price attrac-
tiveness of an offer independently of the Omnibus
Directive implemented into national legislation, as
the directive applies specifically to the communication
of price promotions. The suggested price generates
a positive reference price effect without the need to
reduce the current price. Thus, the current price, not
being a promotional price, does not need to be ac-
companied by information about the Omnibus Price
(thereby eliminating the risk of a negative reference
price effect) and can instead be accompanied by the
suggested price, which ensures a positive reference
price effect.

Summary

In the initial weeks following the implementation
of the new regulations under the Omnibus Directive,
the Office of Competition and Consumer Protec-
tion (UOKiK) conducted inspections and identified
numerous irregularities in the communication of the
omnibus price during price promotions (UOKiK, 2023).

Importantly, most of the errors were related to the
nature of the reference price-the goal of improper
(unclear) communication of the promotional price was
to minimise the negative comparison effect. Under-
standing this effect is crucial for the effective shaping
of positive price perception. Sellers are undoubtedly
aware of the importance of the reference price in
shaping positive price perception and, since January
2023, have recognised significant limitations under
the Omnibus Directive in this regard.

However, as market practice demonstrates, sellers
are striving to eliminate the negative reference price
effect associated with the primary reference price by
shaping a positive effect using the secondary refer-
ence price. Thus, the intended outcome for sellers is
a positive reference price effect—achieved either in
a two-price system (promotional and omnibus prices)
or only in a three-price system (in which the regular
price is included). In this context, a topic worthy of
further exploration would be determining the dif-
ferences in the influence of the various coexisting
reference price effects.
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